Unit 6 Loans & Payments 11/18/14
Expected completion 12/5/14

Please wrap up your Unit 5 test (15 min).



6.1 Single & Payday Loans 11/18/14

Single payment loan -
paid off in one payment when the loan reaches maturity.
These loans are not paid off over time the way mortgages
are paid.

maturity - when a loan comes due (must be repaid) in full
Payday loan -

A type of single payment loan which matures right
after the next paycheck arrives (usually 14 days).



6.1 Single & Payday Loans 11/18/14
Why use a payday loan?
Convenience
® speed
® can get with bad credit
® only need a paystub
® can get 1n person, online, or via fax

Danger of payday loans
® Fees hide extremely high interest rates



6.1 Single & Payday Loans 11/18/14

IWBAT calculate the interest payment on
single and payday loans and compare APR
to EAR (effective annual rate). I will
capture my thinking using the math note
catcher including teacher and student-
team modeled example problems on the
Promethean board. I will demonstrate my
understanding on my exit ticket.



6.1 Single & Payday Loans 11/18/14
Recall
APR = periodic interest rate * number of periods in a year

To calculate the APR of a payday loan you need the
periodic interest rate.

fee paid
ammount borrowed

periodic interest rate =

52 weeks
length of loan (usu.2 weeks)

periodsin g year =

PR35 26 = .5 = (507

IWBAT calculate the interest payment on single and payday
loans and compare APR to EAR (effective annual rate).



6.1 Single & Payday Loans 11/18/14

You borrow $1000 for two weeks and pay a fee of $200.
What 1s the APR of this loan?

L RO 5 9 .2
APQ_ /000 ;“2

PR =28 20

IWBAT calculate the interest payment on single and payday
loans and compare APR to EAR (effective annual rate).



6.1 Single & Payday Loans 11/18/14
Effective Interest Rate of a Single Payment Loan

This 1s the same as the effective interest rate of a
credit card. That was calculated the same way as
the Annual Percentage Yield on a savings account.

APY =(1+A08)" 1

What 1s the effective interest rate of your $1000
payday loan? A [’ R s e §
5,2\

(1 252)7 <] =113.4¢
)34 %7

IWBAT calculate the interest payment on single and payday
loans and compare APR to EAR (effective annual rate).



6.1 Single & Payday Loans 11/18/14
Typical Rates vs. Payday Loan Rate

Apex 6.1.1 p. 10 graphic

If you invested $1000 at the effective interest rate of
your payday loan, how much money would you have
In one year?

T =/ - /) 3.49% =%/ 3450
L oUD

1 430

IWBAT calculate the interest payment on single and payday
loans and compare APR to EAR (effective annual rate).



6.1 Single & Payday Loans 11/18/14

Vocabulary: Appendix A.3 Key Terms
Practice: 6.1.2
Quiz 6.1.3

IWBAT calculate the interest payment on single and payday
loans and compare APR to EAR (effective annual rate).



Financial Algebra s2 11/19/14

Period 2: Complete any missing work from Unit 5

Period 4: Complete Student Perception Survey
(directions on back board)

then
Complete any missing work from Unit 5



6.2 Installment Loans & Layaway 11/20/14

Calculate the APR and effective interest rate
on a payday loan.

You borrowed $500 with a fee of $50 for one week.
O
- QS = ./0 /0 2

S00
APR /0 x 52 =520  sa09
ELR $.20\5
or (H 6;3 — | = 5 |

AP 1047,



6.2 Installment Loans & Layaway 11/20/14

mstallment loan -

A loan with a set number of equal payments
which 1include principal and interest

Cor  house  Cell phme
MOWO G[Q /ﬂ/ L/O@G& (\ma (i1
l@o& ’c\mf‘ﬂ_l’l'ﬁf{ Wﬁbu‘l_eﬁ

Je b COHQ@Q



6.2 Installment Loans & Layaway 11/20/14
You are offered an installment loan on the purchase
of a vehicle: $45 per week for five years and the car,
with a sticker price of $9000, is yours.
Is this a good deal?

Total cost = payment$ * payments per year * years

Y552 5 =%/ 20

Interest = total cost stlcker% 1ce

/)0 258D = 7D

Markup rate = interest / sticker price

IR
S=03 304




6.2 Installment Loans & Layaway 11/20/14

IWBAT learn the process for buying
something on layaway and calculate the
number of weeks needed to pay off a debt
or purchase. I will capture my thinking
using the math note catcher including
teacher and student-team modeled
example problems on the Promethean
board. I will demonstrate my
understanding on my exit ticket.



6.2 Installment Loans & Layaway 11/20/14
Finding the APR

. n*t
$ticker(1+(%))" " =total cost
n = number of payments per year

t = time 1n years

What was the APR on the automobile installment loan?

wh &) =g e
1+ G (3 TR
s C HQISMO,@ T% =3%6m(5.25

gl

S —

r= (13" )52

IWBAT learn the process for buying something on layaway and
calculate the number of weeks needed to pay off a debt or purchase.



6.2 Installment Loans & Layaway 11/20/14
Layaway
You make a deposit on an item which you cannot
afford immediately (usu. 5%-10%). The store or
manufacturer sets the item aside. You make regular
payments until the item 1s paid off. Then, and only
then, do you receive your item.

Order the steps for layaway:

I ey

IWBAT learn the process for buying something on layaway and
calculate the number of weeks needed to pay off a debt or purchase.



6.2 Installment Loans & Layaway 11/20/14
Advantages and disadvantages

Advantages Disadvantages
Installment Keaelle item Pa% nterest
loan { lﬁk‘l' Q/u)ma,

o [nterest+ Receive (+em
Ay akter paic AL

IWBAT learn the process for buying something on layaway and
calculate the number of weeks needed to pay off a debt or purchase.



6.2 Installment Loans & Layaway 11/20/14

You have already made the down payment. How long
will 1t take to pay off these items on layaway?

Purchase Length of Plan
6 4] A$130 baby stroller for $24 a week 4 weeks
7" An $84 humidifier for $12 a week 8 months
<g A $760 bed for $95 a month 6 months
3 p 5 A $35 toaster for $10 a week 6 weeks
6 \ 3 A $330 television for $62 a month 7 weeks

IWBAT learn the process for buying something on layaway and
calculate the number of weeks needed to pay off a debt or purchase.



6.2 Installment Loans & Layaway 11/20/14
Scheduling Layaway

You want to buy a $360 Xbox 360 4GB Kinect for
your boo for Christmas. You must pay 15% down
and can afford $25 per week. When should you put
the gift on layaway? /&/Q4

R60x.15 =354
240 - 54 =330
306 ~25= )2, a4 vk (degs 6)

r‘%g 8 > Week of 9 /aq

QW 30 3]
T

IWBAT learn the process for buying something on layaway and
calculate the number of weeks needed to pay off a debt or purchase.



6.2 Installment Loans & Layaway 11/20/14

Vocabulary: Appendix A.3 Key Terms
Practice: 6.2.2
Quiz 6.2.3

IWBAT learn the process for buying something on layaway and
calculate the number of weeks needed to pay off a debt or purchase.



6.3 Monthly Payments 11/21/14

Explain the process for buying on layaway.



6.3 Monthly Payments 11/21/14

To "bring to death" a loan - a systematic repayment
of a loan through a set number of payments at a
specific interest rate.



6.3 Monthly Payments 11/21/14

IWBAT derive and use the monthly
payment formula and use technology to
calculate the monthly payment. I will
capture my thinking using the math note
catcher including teacher and student-
team modeled example problems on the
Promethean board. I will demonstrate my
understanding on my exit ticket.



6.3 Monthly Payments 11/21/14
How much to pay?
If you borrow $5000 at 6% interest (APR)
compounded monthly, how large would the
monthly payment have to be to:
1. cover the interest?
2. pay off the loan in 10 years?
3. pay off the loan in 5 years?

Principal - }IOZ{_) muafm )5 /aamﬁz,u &9@

Interest - nC,'ance %a% on, ﬂL}xe }om’fowaﬂ mom

Compounding - ,Omi/o( }njrﬂf(,s’)‘ o -]ﬁﬂ OC Widne
pved] (printipa) +inkerech) 4

&

IWBAT derive and use the monthly payment formula
and use technology to calculate the monthly payment.



6.3 Monthly Payments 11/21/14
How much to pay?
If you borrow $5000 at 6% interest (APR)
compounded monthly, how large would the
monthly payment have to be to:
1. cover the interest?

‘Oﬁ'n(lifmt - Pfrr'oolﬁq Eniefeg% fawLﬁ

ok V=$25

¥5000 (

IWBAT derive and use the monthly payment formula
and use technology to calculate the monthly payment.



6.3 Monthly Payments
Amortization table

If you borrow $5000 at 6% interest (APR)

11/21/14

compounded monthly ... complete the table.

i

6

prE > 325

$50

Payment number

Payment amount

Interest paid

Principal paid

Remaining balance

0

%,

1

S0

oD

25

<975

2

o0

X4.%0

D5./0

4943.%0

3

=16

4, F3

QAD. 25

J924.65

IWBAT derive and use the monthly payment formula
and use technology to calculate the monthly payment.




6.3 Monthly Payments 11/21/14
Amortization formula

— Pr(l+r)
M = (1+7)"—1

M = monthly payment

P = principal

r = periodic interest rate
n = number of payments

IWBAT derive and use the monthly payment formula
and use technology to calculate the monthly payment.



6.3 Monthly Payments 11/21/14

How much to pay?
If you borrow $5000 at 6% interest (APR)
compounded monthly, how large would the

monthly payment have to be to: PI‘(1+ 7‘)
1. cover the interest? [\4 =

2. pay off the loan in 10 years? (1+I") —1

/] = 6 0. 005>(}+0055>'&0

((1+025¥°-))
M=$5552

IWBAT derive and use the monthly payment formula
and use technology to calculate the monthly payment.



6.3 Monthly Payments 11/21/14

How much to pay?
If you borrow $5000 at 6% interest (APR)
compounded monthly, how large would the

monthly payment have to be to: P n
. — Pr(l+r
1. cover the interest? [u - ( = )
2. pay off the loan in 10 years? (I+r) -1

3. pay off the loan in 5 years?

m=5aB(0@s)(1+ o5’
((1+0.05)" z)

W =% 96. 67 All >

155.52 % 120 =119 = %66 1.2
‘i’%,@? X 60 -~ 59 ﬁ 57| 0

IWBAT derive and use the monthly payment formula
and use technology to calculate the monthly payment.



6.3 Monthly Payments 11/21/14

How much to pay?
If you borrow $5000 at 6% interest (APR)
compounded monthly, how large would the
monthly payment have to be to:

3. pay off the loan in 5 years?

TVM Solver
N=¢60 s
PV =549

[%=
i A
. 76.67

BN = 2
CIY=42
PMT: END

IWBAT derive and use the monthly payment formula
and use technology to calculate the monthly payment.



6.3 Monthly Payments 11/21/14

Vocabulary: Appendix A.3 Key Terms
Practice: 6.3.2
Quiz 6.3.3

IWBAT derive and use the monthly payment formula
and use technology to calculate the monthly payment.



6.4 Loan Pre-approvals 12/01/14
Explain amortization.

A Sgs-yle/ﬂ o—ﬁ éébaq,( Paam@m—% a+

e u/[af s'nie(u.q[s éL-J" v ) Q;_)cepg ?ef{_ﬁﬂi—aaz

(e +¢ unds | J/f\e /oan is faalo*( o4



6.4 Loan Pre-approvals 12/01/14

IWBAT
® use the monthly payment formula to solve for the
maximum loan amount,
® calculate the loan rate per period, and
® use technology to solve the loan amount in the
monthly payment formula.
I will capture my thinking using the math note
catcher including teacher and student-team modeled
example problems on the Promethean board. I will
demonstrate my understanding on my exit ticket.



6.4 Loan Pre-approvals 12/01/14

budget - he2o Mueh mone U el aside
o spend each =X



6.4 Loan Pre-approvals 12/01/14
Amortization formula M = monthly payment

(1+1 Y-l - M = Pl‘(l+r ) M(P principal

periodic interest rate

i’ ((H—r\ HJ) — PP/M/ r;/)jgl’;lgr of payments
(i) (148

P:iﬂ ({H\(YLIB

P (\4r)"




6.4 Loan Pre-approvals 12/01/14

Loan pre-approval formula M = monthly payment
P = M((1+r)"=1) P = principal
r(1+ r)” r = periodic interest rate
P30 ((1+. 255" |) . nu$mb§jzgf payments
T (w5 ((1.05) M=33
L7 =

P:%&DQQY-Y@ (= Reld

2
n=36 $9Y(1 30 =3
N=xY

= -00%



6.4 Loan Pre-approvals 12/01/14

Calculate the value of a residence purchasable by
someone making $48,000/yr at 4.4%APR for 30 years.

p = M(A+r) =1) = B0
r(1+r) = ————'fc);q =, 37
P: /o?)?)(( |+, 3 )deg .

(.32 (.3 ) M=—5—-3ss =§1 000

P=%/9% 757.17
M edlon lhome (JG me@%’lc@a

IWBAT calculate the loan rate per period and use technology
to solve the loan amount in the monthly payment formula.



6.4 Loan Pre-approvals 12/01/14

Calculate the value of a residence purchasable by
someone making $48,000/yr at 4.4%APR for 30 years.

TVM Solver
N= 360
1% = L/q

PV= o Clear - A[@Mh-ém{-ff“
T $19969¢.10

FV=O

PIY=/2 — 360,000

O =)ig. FE

PMT: END b ©0,303.90

IWBAT calculate the loan rate per period and use technology
to solve the loan amount in the monthly payment formula.



6.4 Loan Pre-approvals 12/01/14

Vocabulary: Appendix A.3 Key Terms
Practice: 6.4.2
Quiz 6.4.3

Practice 6.4.2 #8-10: ... smallest to largest
principal borrowed.

IWBAT calculate the loan rate per period and use technology
to solve the loan amount in the monthly payment formula.



L19 Scams and Schemes 12102114

Use the monthly payment formula to
solve for the maximum loan amount.

N M = $350
M = Pr(l+r)’ 1% = 6.2
(1"‘7") —1 t=4yr.

[P = m((u—r ) =AY
(r(1#0)") = =55 005y

"= 380(( 1 sy 4.3
(07)5@(+ 02)54)“"’) %/47@ 3




L19 Scams and Schemes 12102114
What are the differences between a
credit scam and a credit scheme?

cam. — Some eople Ao Fo 4
. sur crﬂ-e@ p(coﬁe al) -
fo fake (d 24 8’ 8

Saheme——@e a.() WaANS e le nse
o Take n?afz ol adufmofneg Fhanr
80@ Hhink %0’0142./{ oy



L19 Scams and Schemes 12102114

IWBAT

» Identify and describe various fraudulent
practices related to consumer credit.

* Identify and describe high-cost credit practices.
I will capture my thinking using the math note
catcher including teacher and student-team
modeled example problems on the Promethean
board. I will demonstrate my understanding on
my exit ticket.



L19 Scams and Schemes 12/08/14
Review the differences between a

credit scheme and a credit scam.

Scam Scheme
‘ét / { £ 861 Leéa(_
[ﬂ\)oiuajmr’é UO(bLﬂ_-l—-ﬁLfa'_
No bmeg’-{ﬂl* Dene Cli‘

£rlek

IWBAT identify and describe various fraudulent practices related to
consumer credit and identify and describe high-cost credit practices.



L19 Scams and Schemes 12/08/14
Live within your means.

( JZ W ,H-\ 60?)-(' avan a(ole mmeza_

buo{ elin
Pb\jr?r -}% on Sﬁewwf n@_
Needs Us. Wants

IWBAT identify and describe various fraudulent practices related to
consumer credit and identify and describe high-cost credit practices.



L19 Scams and Schemes 12/08/14

Avoiding scams

IWBAT identify and describe various fraudulent practices related to
consumer credit and identify and describe high-cost credit practices.



L19 Scams and Schemes 12/08/14

Exit Ticket

Complete handout 19.2 and turn in before
you leave class today.

IWBAT identify and describe various fraudulent practices related to
consumer credit and identify and describe high-cost credit practices.



6.5 Deferred Payments 12/03/14
Define deferred payments

deferred payment - ments Pd— ol und' |
2 Q&Jmfe oﬂa-lﬂ @C\%

/b% APR \

for 6 months

This means no interest "No payments" means
for 6 months. You will interest accrues on your

make payments on any loan but you do not have

to make any payments. In
mmw;eb;;zgm this case, there are no
interest for & cartain payments for 6 months.
period of time (in this
case 60 months).

Warning: If you are late

on a payment, often the

interest that was initially

\ waived will be charged. j




6.5 Deferred Payments 12/03/14

IWBAT

® Explore situations where there 1s a deferral
of principal and interest payments,
® Compare the advantages and disadvantages
of deferred payments, and
® Consider school loans as a particular example
of deferred payments.
I will capture my thinking using the math note
catcher including teacher and student-team
modeled example problems on the Promethean
board. I will demonstrate my understanding on
my exit ticket.



6.5 Deferred Payments 12/04/14

0% Interest
Stan’s Autos offers 0% financing for 10 months on a car that

costs $12,000. The APR on the loan after 10 months will be 2.5%.
You will be making monthly payments of $208.92 for 5 years.
® [How much will the car cost in total?

/0 X0%.92 =055, 20
§R, 00 — 205910 =% 9 9/0-%0

M= 95/0.%0 (- 0&5)( ol
((“_ 035) 331%30%93

/R

(aoﬁf 93) 20 + 2083110 312636‘?0

IWBAT explore situations where there 1s a deferral of principal and interest
payments, compare the advantages and disadvantages of deferred payments,
and consider school loans as a particular example of deferred payments.



6.5 Deferred Payments 12/04/14
0% Interest
Stan’s Autos offers 0% financing for 10 months on a car that
costs $12,000. The APR on the loan after 10 months will be 2.5%.
You will be making monthly payments of $208.92 for 5 years.
® HHow much would 1t have cost W1th0ut the 0% interest period?

Yoo (1+ 725 =§/359.02

IWBAT explore situations where there is a deferral of principal and interest
payments, compare the advantages and disadvantages of deferred payments,
and consider school loans as a particular example of deferred payments.



6.5 Deferred Payments 12/04/14
No Payments
You head to Highway Auto, where they offer no payments for
10 months on the same car for $12,000. The APR there is still
2.5%, and the loan is still for 5 years. Does the car cost more or
less than at Stan's?

/2000 ( (+ 2922 ’O:Q#/;))gsa.%

M = 12352 54( 025)/%;}5@
_ $5%.21
((H 1025 t) — Q

So( 29%.2%)=%)2 94,50

IWBAT explore situations where there 1s a deferral of principal and interest
payments, compare the advantages and disadvantages of deferred payments,
and consider school loans as a particular example of deferred payments.



6.5 Deferred Payments 12/04/14

No payments & 0% Interest
You find an offer for 0% APR and no payments for the first 10
months, with the same APR of 2.5% and loan length of 5 years? In
this case, he is only shortening the length of the loan from 5 years, or
60 months, to 50 months. The monthly payment would be how large?

T}T}“f@%@f@ 50(2862.97) =312, 64%.50
k=128

PU = |]200D

PMT = 0" QSQ Dl

Fy =O

1°/y = /2

Q/)/ = f’a\

— &ND

IWBAT explore situations where there 1s a deferral of principal and interest
payments, compare the advantages and disadvantages of deferred payments,
and consider school loans as a particular example of deferred payments.



6.5 Deferred Payments 12/04/14

Offer Monthly payment | Total

0% APR for 10 months with payments | 5208 93 $12,535.70
Basic loan $212.97 $12,779.20
No payments for 10 months (@ (@
No payments or interest for 10 months | $252 96 $12,648.00

IWBAT explore situations where there 1s a deferral of principal and interest
payments, compare the advantages and disadvantages of deferred payments,
and consider school loans as a particular example of deferred payments.



6.5 Deferred Payments 12/04/14
Student Loans

subsidized - dpé’s ﬂoJr aoUec-J— \ erefes%- while La.dbu
ovre N Sehhepl +0 mo.

unsubsidized - coUe O,"r% 'mjreregl— ‘C{"M a?aé o2

Examples:
———=> Subsidized:; Federal Stafford, Federal Perkins

Unsubsidized: Federal Stafford, Parent Plus, Graduate Plus

IWBAT explore situations where there 1s a deferral of principal and interest
payments, compare the advantages and disadvantages of deferred payments,
and consider school loans as a particular example of deferred payments.



6.5 Deferred Payments 12/04/14
Student Loans

You take out an unsubsidized loan of $10,000 for your freshman

year of college. You do not start paying on this loan until six months

after graduation and you will make payments for twenty years. The

interest rate 1s 8.8%. How large are your monthly payments?

/OZ)D?) (1+ 232 )" =$/4 6aa

Qfy — I'>~
IWBAT explore situations where there 1s a deferral of principal and interest

payments, compare the advantages and disadvantages of deferred payments,
and consider school loans as a particular example of deferred payments.



6.5 Deferred Payments 12/04/14

Vocabulary: Appendix A.3 Key Terms
Practice: 6.5.2
Quiz 6.5.3

IWBAT explore situations where there 1s a deferral of principal and interest
payments, compare the advantages and disadvantages of deferred payments,
and consider school loans as a particular example of deferred payments.



6.6 Paying Off 12/05/14
Give examples of situations in which
payments may be deferred.

Car 02.) o 151— mo. Pm.\!:
SYoridue o Pn’?{‘. u{Hv 9001063
Studlent losns
c Lubsidizedd - no interest+ umh
/ou S Aard Pa fné

’ ks b lber Gitsd
O?O "fhtefgg.ﬁ 'M’L‘Ll‘l - no Paémg‘m+% L (o %wﬂ

o P%mml«. B i
O% lerest ond o Pa&ml—s k.



6.6 Paying Oft 12/05/14

Pa%\ ontime
ﬁ)aa More Hhon $he m?ns'mum(wlen Uwcon)

Don't ae,—l— o Fop much Ledot
(< Q[)% /ﬂcm#x{g \NCon € —Fw)o«dgcﬁg]p{-)

Budaet
Lok Cor vhe smalles | APR g e Ciocl
Don't borred %'OD M G~



6.6 Paying Oft 12/05/14

IWBAT
® Use the time-to-pay-off formula,
® Understand how the log function can be used
to solve for n, and
® Investigate how the time to pay off changes
as you vary the monthly payment, principal,
and interest rate.
I will capture my thinking using the math note
catcher including teacher and student-team
modeled example problems on the Promethean
board. I will demonstrate my understanding on
my exit ticket.



6.6 Paying Oft 12/05/14

You go to a store and purchase an $800 TV, financed
at 6% APR compounded monthly to be paid for in

monthly installments of $15. How long will 1t take to
pay off the TV?

Estimate

IV _ 3=
315, 5 3.9 mo
> mo

IWBAT use the time-to-pay-off formula, understand how the log function
can be used to solve for n, and investigate how the time to pay oftf
changes as you vary the monthly payment, principal, and interest rate.



6.6 Paying Oft 12/05/14
Derive the Time to Pay Off formula

((wr} ?M— Pl'(l+r‘) W {ﬁ_foﬁ)’ﬂ

n N e - J
m(“fr) :@r(Hr‘\ + M\ [oatT+e) y, -
Lot P+

IWBAT use the time-to-pay-off formula, understand how the log function
can be used to solve for n, and investigate how the time to pay oftf
changes as you vary the monthly payment, principal, and interest rate.



6.6 Paying Oft 12/05/14

You go to a store and purchase an $800 TV, financed
at 6% APR compounded monthly to be paid for in

monthly installments of $15. How long will 1t take to
pay off the TV?

Use the Time to Pay Off formula

\
= (o0 (722 %Y _ (22m0
/08\(”—;/21_ (0 mo

IWBAT use the time-to-pay-off formula, understand how the log function
can be used to solve for n, and investigate how the time to pay oftf
changes as you vary the monthly payment, principal, and interest rate.



6.6 Paying Oft 12/05/14
You go to a store and purchase an $800 TV, financed
at 6% APR compounded monthly to be paid for in
monthly installments of $15. How long will 1t take to

pay off the TV?
Use the TVM Solver
[U - 01 (e R. D mo
T= G (o D me

C/y =1

IWBAT use the time-to-pay-off formula, understand how the log function
can be used to solve for n, and investigate how the time to pay oftf
changes as you vary the monthly payment, principal, and interest rate.



6.6 Paying Oft 12/05/14

You go to a store and purchase an $800 TV, financed
at 6% APR compounded monthly to be paid for in
monthly installments of $15. How long will it take to
pay off the TV?
Using the TVM Solver, at what interest rate will you
never be able to pay off the TV?

y
1% N o)
] ¢

b | 63 J0

1¢40

1O | #1 " |

1 Y

A Y 9 1

Lo L
'Y /09

a& 8}0 G {8 Il < =
Q‘-‘{ err —AN\Wer 1%

IWBAT use the time-to-pay-off formula, understand how the log function
can be used to solve for n, and investigate how the time to pay oftf
changes as you vary the monthly payment, principal, and interest rate.



6.6 Paying Oft 12/05/14

You go to a store and purchase an $800 TV, financed
at 6% APR compounded monthly to be paid for in
monthly installments of $15. How long will it take to

pay off the TV?
Using the TVM Solver, adjust the PMT to find the
new N.
i Monthly Payment n R
$15 b
§20 S
$30 DG
$40 oL Sk
= [7)

IWBAT use the time-to-pay-off formula, understand how the log function
can be used to solve for n, and investigate how the time to pay oft
changes as you vary the monthly payment, principal, and interest rate.



6.6 Paying Oft 12/05/14
You go to a store and purchase an $800 TV, financed
at 6% APR compounded monthly to be paid for in
monthly installments of $15. How long will it take to
pay off the TV?
Which will reduce the time to pay off more:

increasing payments to $20 or reducing the
Interest rate to 5%?

Lo 320 21%me
62; c\tlfD Lo | mo
2 7 $2.0 94 mo

IWBAT use the time-to-pay-off formula, understand how the log function
can be used to solve for n, and investigate how the time to pay oftf
changes as you vary the monthly payment, principal, and interest rate.



6.6 Paying Oft 12/05/14

Unit Test: Tuesday, 12/9/14

Vocabulary: Appendix A.3 Key Terms
Practice: 6.6.2
Quiz 6.6.3

IWBAT use the time-to-pay-off formula, understand how the log function
can be used to solve for n, and investigate how the time to pay oft
changes as you vary the monthly payment, principal, and interest rate.
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How does the time to pay off change as you vary
the monthly payment, principal, and interest rate?

m 7 <l
P 1 )
T 1 t 7



6.7 Prepayment 12/08/14
What does prepayment mean?

)éj% f;n;kfif)j??%+ Debore  the

Ul%uux,ulé} used 4o Pﬂa clawn o
pag o O \c)a/\ \‘ZM/Q



6.7 Prepayment 12/08/14

IWBAT
® Derive the prepayment formula,
® Understand how prepayment affects the loan,
and
® Calculate the amount needed to pay off a loan
after a certain time period.
I will capture my thinking using the math note
catcher including teacher and student-team
modeled example problems on the Promethean
board. I will demonstrate my understanding on
my exit ticket.



6.7 Prepayment 12/08/14
Prepayment formula

A=P(+r)"+ M

I—(1+rY"
r

Two new variables:
h = number of payments already made
A = unpaid balance after the h”* payment

[ = P&(fc’&l:c interest mte

IWBAT derive the prepayment formula,understand how prepayment
affects the loan, and calculate the amount needed to pay off a loan
after a certain time period.



6.7 Prepayment 12/08/14
You have taken out student loans totalling $120,000
over your four years for your Bachelor's degree. You

are repaying the loans over a period of 25 years at an
APR of 8%.
® What is your monthly payment? 0% 0%\ 302

m_:fpp(ur)” B /aﬁm( L1+72)
(O+V=1) ("))
M=3920.1%

IWBAT derive the prepayment formula,understand how prepayment
affects the loan, and calculate the amount needed to pay off a loan
after a certain time period.



6.7 Prepayment 12/08/14
You have taken out student loans totalling $120,000
over your four years for your Bachelor's degree. You

are repaying the loans over a period of 25 years at an
APR of 8%.

® How much do you still owe after 15 years? h =] KO
o After 18 years? h=2) [ (o

Use the prepayment formula

A=P(1+7) +M{1 (1+r) .
4 = 12oa( 1+ ?E)WD 526.13 - (1+%) )

Aligo) Zh(QJBBQ.. 90 ( -
/ (a,&):$593"’/ 23A.FY

IWBAT derive the prepayment formula,understand how prepayment
affects the loan, and calculate the amount needed to pay off a loan
after a certain time period.



6.7 Prepayment 12/08/14
You have taken out student loans totalling $120,000
over your four years for your Bachelor's degree. You

are repaying the loans over a period of 25 years at an
APR of 8%.

Use the TVM solver & bal( ™ 4,
N = 30D Q

o A S l\ﬁnwce
W Ry PP
Py = /20002 %) ball

PmT=2—926.1% y
CU = O Lﬂ[(lc(aﬁ_i}P?éBﬁ.o‘?

%y = 12 el (210) =350 433
AN =T |
PAT I EVD

IWBAT derive the prepayment formula,understand how prepayment
affects the loan, and calculate the amount needed to pay off a loan
after a certain time period.
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Norah took out a 20-year loan for $87,000 at an APR of 7.8%,
compounded monthly. Answer the following four questions about her
loan. m-—'?-/@ ey h \Se N=R40
® How much in total will Norah have paid after 13 years?
® What will be the remaining balance on Norah's loan after 13 years?
® What will be the total cost of Norah's loan if she pays it off 7 years
early?
® How much will Norah have saved by paying off the loan 7 years early?
Use the TVM solver and bal(

~ Aller 13 years, Nom w:nwpamul,m%;.
—Mm wﬁwm 4/(01519/.%.

ﬁﬂmm? 4155 13

~ Vo %aueaa %72, 060. <§O 63; 13142 =
| B Vs .

IWBAT derive the prepayment formula,understand how prepayment
affects the loan, and calculate the amount needed to pay off a loan
after a certain time period.
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Use your cellphone or computer to respond.

Which unit would you like to study next in Financial Algebra s2?

*I” When poll is pushed, respond at PollEv.com/upbeatbriars396
_ Texta CODE to 22333

Automobile purchasing| 425852

House purchasing| 425859

Insurance & Retirement| 425860

0
0 powered by Poll Everywhere Live Audience Polling



